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The City’s receipts totaled $544,541 for the year ended June 30, 2002.  The receipts

included $156,601 in property tax, $89,604 from the state, $189,289 for charges for service, and

$12,220 in interest on investments.

Disbursements for the year totaled $417,608, and included $67,091 for community

protection, $52,054 for human development, $233,054 for home and community environment and

$65,409 for policy and administration.

The report contains recommendations to the City Council and other City officials.  For

example, the City should segregate accounting duties to the extent possible with the existing

personnel, and procedures should be established to reconcile utility billings, collections, and

delinquencies for each billing period.  The City has responded to each item in the report and

stated that corrective action is being taken.

A copy of the audit report is available for review in the office of the Auditor of State and the

City Clerk’s office.
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Independent Auditor’s Report
To the Honorable Mayor and

Members of the City Council:

We have audited the accompanying financial statements, listed as exhibits in the table of
contents of this report, of the City of Gilbert, Iowa, as of and for the year ended June 30, 2002.
These financial statements are the responsibility of City of Gilbert’s management.  Our
responsibility is to express an opinion on these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with
U.S. generally accepted auditing standards, Chapter 11 of the Code of Iowa, and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.  Those standards and provisions require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.  An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation.  We believe that our audit provides a reasonable
basis for our opinion.

As described in note 1, these financial statements were prepared on the basis of cash
receipts and disbursements, which is a comprehensive basis of accounting other than U.S.
generally accepted accounting principles.  Also, as permitted by the Code of Iowa, the accounting
records of the City have not been audited for all prior years.  Accordingly, we were unable to
satisfy ourselves as to the distribution by fund of the total fund balance at July 1, 2001.

In our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had we been able to verify the distribution by fund of the total fund
balance at July 1, 2001, as discussed in the preceding paragraph, the aforementioned financial
statements present fairly, in all material respects, the results of the cash transactions of the funds
of the City of Gilbert as of and for the year ended June 30, 2002, and its indebtedness at
June 30, 2002, on the basis of accounting described in note 1.

In accordance with Government Auditing Standards, we have also issued a our report dated
March 24, 2003 on our consideration of the City of Gilbert’s internal control over financing
reporting and our tests if its compliance with certain provisions of laws, regulations and
contracts.  That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results
of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements taken
as a whole.  The supplemental information included in Schedules 1 through 3, is presented for
purposes of additional analysis and is not a required part of the financial statements.  Such
information has been subjected to the auditing procedures applied in our audit of the
aforementioned financial statements and, in our opinion, except for the effects of such
adjustments, if any, as might have been determined to be necessary had we been able to verify the
distribution by fund of the total fund balance at July 1, 2001, as discussed in the third preceding
paragraph, is fairly stated, in all material respects, in relation to the aforementioned financial
statements taken as a whole.

DAVID A. VAUDT, CPA WARREN G. JENKINS, CPA
Auditor of State Chief Deputy Auditor of State

March 24, 2003
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City of Gilbert

Combined Statement of Cash Transactions

All Funds

Year ended June 30, 2002

 

Gove rnm e n ta l Fun d T ype s  Propri e ta ry T ota l
S pe ci a l  Fun d T ype (M e m orandum

Ge ne ra l Re ve n ue Ente rpri se On ly)        

Re ce i pts:
Prope rty tax 156,601$      -                -                 156,601         
Othe r c i ty tax 88,283          -                -                 88,283           
L i ce nse s an d pe rm i ts 3,783            -                -                 3,783             
Use  of m one y and prope rty 4,888            -                7,332          12,220           
In te rgove rn m e nta l 10,548          79,056      -                 89,604           
C h arge s for se rvi ce 1,440            -                187,849      189,289         
S pe ci a l asse ssm e n ts 590               -                -                 590                
M i sce llan e ous 1,487            -                2,684          4,171             

 T ota l re ce i pts 267,620        79,056      197,865      544,541         
 

Di sburse m e n ts:
C om m un i ty Prote cti on  Program 50,819          16,272      -                 67,091           
Hum an  De ve lopm e n t Program 52,054          -                -                 52,054           
Hom e  an d C om m un i ty Envi ronm e n t Program 13,243          53,731      166,080      233,054         
Poli cy an d Adm in i stra ti on  Program 65,409          -                -                 65,409           

 T ota l di sburse m e n ts 181,525        70,003      166,080      417,608         
 

 Exce ss of re ce ipts ove r di sburse m e n ts 86,095          9,053        31,785        126,933         

Oth e r fi n ancing source s (use s):
Ope ra ting transfe rs i n 25,765          -                18,323        44,088           
Ope ra ting transfe rs out (1,500)           (25,695)     (16,893)       (44,088)          

T ota l othe r fi n ancing source s (use s) 24,265          (25,695)     1,430          -                     

Exce ss (de fi c i e ncy) of re ce i pts an d oth e r 
  fi n ancing source s ove r (unde r) 
  di sburse m e n ts and oth e r fi n ancing use s 110,360        (16,642)     33,215        126,933         

Ba lance  be ginn ing of ye ar 159,404        71,991      345,934      577,329         

Ba lance  e nd of ye ar 269,764$      55,349      379,149      704,262         

 

See notes to financial statements.
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City of Gilbert

Comparison of Receipts, Disbursements and Changes in Balances -

Actual to Budget

Year ended June 30, 2002

Actua l as   
Vari ance   %  of    

Am e nde d Favorable   Am e nde d
Actua l Budge t (Un favorable ) Budge t 

Re ce ipts:
Prope rty tax 156,601$  156,674     (73)               100%
Othe r c i ty tax 88,283      84,029       4,254           105%
Li ce nse s and pe rm i ts 3,783        4,900         (1,117)          77%
Use  of m one y and prope rty 12,220      21,000       (8,780)          58%
In te rgove rnm e n ta l 89,604      69,500       20,104         129%
C harge s for se rvi ce 189,289    183,000     6,289           103%
Spe ci a l asse ssm e n ts 590           -                 590              
M i sce llane ous 4,171        7,400         (3,229)          56%

 T ota l re ce i pts 544,541    526,503     18,038         103%

Disburse m e nts:
C om m un i ty Prote cti on  Program 67,091      67,996       905              99%
Hum an  De ve lopm e nt Program 52,054      61,093       9,039           85%
Hom e  and C om m un i ty Envi ronm e nt Program 233,054    342,205     109,151       68%
Poli cy and Adm in i stra ti on  Program 65,409      71,324       5,915           92%

 T ota l di sburse m e n ts 417,608    542,618     125,010       77%

Exce ss (de fi c i e ncy) of re ce ipts ove r 
(unde r) di sburse m e n ts 126,933    (16,115)      

Ba lance  be ginn ing of ye ar 577,329    486,404     

Ba lance  e nd of ye ar 704,262$  470,289     

 

See notes to financial statements.
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City of Gilbert

Statement of Indebtedness

Year ended June 30, 2002

Am oun t
Da te  of   In te re st  Ori gi n a lly

Obli ga ti on Issue      Ra te s     Issue d

Re ve n ue  bon ds:
Wa te r M a r 14, 1972 5.00% 270,000$       

See notes to financial statements.
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Ba la n ce   Re de e m e d Ba la n ce
Be gi n n i n g Duri n g   En d of  In te re st
of Ye a r    Ye a r     Ye a r    Pa i d   

123,000       9 ,000            114,000        6 ,150            
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City of Gilbert

Notes to Financial Statements

June 30, 2002

(1) Summary of Significant Accounting Policies

The City of Gilbert is a political subdivision of the State of Iowa located in Story County.  It
was first incorporated in 1904 and operates under the Home Rule provisions of the
Constitution of Iowa.  The City operates under the Mayor-Council form of government with
the Mayor and Council Members elected on a non-partisan basis.  The City provides
numerous services to citizens including public safety, public works, culture, recreation,
public improvements and general administrative services.

A. Reporting Entity

For financial reporting purposes, the City of Gilbert has included all funds,
organizations, agencies, boards, commissions and authorities.  The City has
also considered all potential component units for which it is financially
accountable, and other organizations for which the nature and significance of
their relationship with the City are such that exclusion would cause the City’s
financial statements to be misleading or incomplete.  The Governmental
Accounting Standards Board has set forth criteria to be considered in
determining financial accountability.  These criteria include appointing a voting
majority of an organization’s governing body and (1) the ability of the City to
impose its will on that organization or (2) the potential for the organization to
provide specific benefits to, or impose specific financial burdens on the City.
The City of Gilbert has no component units which meet the Governmental
Accounting Standards Board criteria.

Jointly Governed Organizations

The City also participates in several jointly governed organizations that provide
goods or services to the citizenry of the City but do not meet the criteria of a
joint venture since there is no ongoing financial interest or responsibility by the
participating governments.  City officials are members of the following boards
and commissions:  Story County Assessor’s Conference Board, Story County
Emergency Management Commission, Story County Joint E911 Service Board
and the Westory Fire Agency.

B. Fund Accounting

The accounts of the City are organized on the basis of funds, each of which is
considered to be a separate accounting entity.  The operations of each fund are
accounted for by providing a separate set of self-balancing accounts which
comprise its receipts, disbursements and fund balances.  The various funds and
their designed purposes are as follows:

Governmental Funds

General Fund - The General Fund is the general operating fund of the
City.  All general tax receipts and other receipts that are not allocated by
law or contractual agreement to some other fund are accounted for in
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this fund.  From the fund are paid the general operating disbursements,
the fixed charges and the capital improvement costs that are not paid
through other funds.

Special Revenue Fund - The Special Revenue Fund is utilized to account
for receipts derived from specific sources which are usually required by
law or regulation to be accounted for in separate funds.

Proprietary Fund

Enterprise Funds - The Enterprise Funds are utilized to finance and
account for the acquisition, operation and maintenance of governmental
facilities and services that are supported by user charges.

C. Basis of Accounting

The City of Gilbert maintains its financial records on the basis of cash receipts
and disbursements and the financial statements of the City are prepared on
that basis.  The cash basis of accounting does not give effect to accounts
receivable, accounts payable and accrued items.  Accordingly, the financial
statements do not present financial position and results of operations of the
funds in accordance with U.S. generally accepted accounting principles.

D. Budgets and Budgetary Accounting

In accordance with the Code of Iowa, the City Council annually adopts a budget
on the cash basis following required public notice and hearing for all funds.
The annual budget may be amended during the year utilizing similar statutorily
prescribed procedures.

Formal and legal budgetary control is based upon four major classes of
disbursements, known as programs, not by fund.  These four programs are
community protection, human development, home and community environment
and policy and administration.

E. Total Column

The total column on the combined statement of cash transactions is captioned
“Memorandum Only” to indicate that it is presented only to facilitate financial
analysis.  Data in this column does not present financial position or results of
operations in conformity with U.S. generally accepted accounting principles.
Neither is such data comparable to a consolidation.  Interfund eliminations have
not been made in the aggregation of this data.

(2) Deposits and Investments

The City’s deposits in banks at June 30, 2002 were entirely covered by federal depository
insurance, or by the State Sinking Fund in accordance with Chapter 12C of the Code of
Iowa.  This chapter provides for additional assessments against the depositories to insure
there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidences of
deposit at federally insured depository institutions approved by the City Council; prime
eligible bankers acceptances; certain high rated commercial paper; perfected repurchase
agreements; certain registered open-end management investment companies; certain joint
investment trusts; and warrants or improvement certificates of a drainage district.

The City had no investments meeting the disclosure requirements or Governmental
Accounting Standards Board Statement No. 3.
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(3) Bonds Payable

Annual debt service requirements to maturity for revenue bonds are as follows:

   Ye a r
 En di n g
Ju n e  30, Pr i n c i pa l In te re st

2003 10,000$   5 ,700          
2004 11,000     5 ,200          
2005 12,000     4 ,650          
2006 12,000     4 ,050          
2007 12,000     3 ,450          
2008 13,000     2 ,850          
2009 14,000     2 ,200          
2010 15,000     1 ,500          
2011 15,000     750             

    T ota l 114,000$ 30,350        

The resolution providing for the issuance of the revenue bonds includes the following
provisions.

(a) The bonds will only be redeemed from the future earnings of the
enterprise activity and the bond holders hold a lien on the future
earnings of the fund.

(b) Sufficient monthly transfers shall be made to a water revenue bond
sinking account for the purpose of making the bond principal and
interest payments when due.

(c) Additional monthly transfers of $134 shall be made to a water revenue
reserve account until $16,200 has been accumulated.  This account is
restricted for making extraordinary repairs, maintaining, extending or
improving the systems or to prevent any default in the revenue bond
sinking account.

(d) The City shall pay $9,000 annually for the use and service provided by
the municipal waterworks system.

During the year ended June 30, 2002, the City paid only $1,500 of the $9,000 required by
the bond resolution for the use and service provided by the municipal waterworks system.

(4) Pension and Retirement Benefits

The City contributes to the Iowa Public Employees Retirement System (IPERS) which is a
cost-sharing multiple-employer defined benefit pension plan administered by the State of
Iowa.  IPERS provides retirement and death benefits which are established by state statute
to plan members and beneficiaries.  IPERS issues a publicly available financial report that
includes financial statements and required supplementary information.  The report may be
obtained by writing to IPERS, P.O. Box 9117, Des Moines, Iowa,  50306-9117.
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Plan members are required to contribute 3.70% of their annual salary and the City is
required to contribute 5.75% of annual covered payroll.  Contribution requirements are
established by state statute.  The City’s contribution to IPERS for the year ended
June 30, 2002 was $5,002, equal to the required contribution for that year.

(5) Compensated Absences
City employees accumulate a limited amount of earned but unused vacation and

compensatory time hours for subsequent use or for payment upon termination, retirement
or death.  These accumulations are not recognized as disbursements by the City until
used or paid.  The City’s approximate liability for earned vacation and compensatory time
termination payments payable to employees at June 30, 2002, primarily relating to the
General Fund, is as follows:

Type of Benefit Amount

Vacation $ 3,100
Compensatory time       1,400

    Total $    4,500

This liability has been computed based on rates of pay in effect at June 30, 2002.

(6) Risk Management

The City of Gilbert is exposed to various risks of loss related to torts; theft, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by the purchase of commercial insurance.  The City assumes
liability for any deductibles and claims in excess of coverage limitations.  Settled claims
from these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years.

(7) Industrial Development Revenue Bonds

The City has issued a total of $3,100,000 of industrial development revenue bonds under
the provisions of Chapter 419 of the Code of Iowa.  The bonds and related interest are
payable solely from the rents payable by tenants of the properties constructed, and the
bond principal and interest do not constitute liabilities of the City.

(8) Resource Recovery Plant

The City has contracted with the City of Ames for the use and support of the Ames Solid
Waste Reclamation, Recycling and Disposal System (Ames System).  Under the contract
terms, the City of Gilbert is responsible for a proportionate share, based on the City of
Gilbert’s population to the total population of all participating jurisdictions, of the Ames
System’s annual operating and debt service costs until June 30, 2014.

Payments under the contract are due on July 15th and December 15th of each year in equal
amounts.  During the year ended June 30, 2002, the City paid the Ames System $8,358.

(9) Pending Litigation

The City is a defendant in two lawsuits seeking unspecified amounts of damages.  The
probability and amount of loss, if any, is indeterminable.
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City of Gilbert

Schedule of Cash Transactions

General Fund

Year ended June 30, 2002

Re ce i pts :
Prope rty ta x 156,601$  

Oth e r c i ty ta x:
Loca l opti on  ta x 82,977      
U ti li ty ta x re pla ce m e n t e xc i se  ta x 3,991        
U ti li ty fra n ch i se  ta x 1,315        

88,283      

L i ce n se s an d pe rm i ts :
Bu i ldi n g 3,783        

Use  of m on e y an d prope rty:
In te re st on  i n ve stm e n ts 4,888        

In te rgove rn m e n ta l:
S ta te  a lloca ti on 10,548      

C h a rge s for se rv i ce 1,440        

S pe c i a l a sse ssm e n ts 590           

M i sce llan e ous 1,487        
 T ota l re ce i pts 267,620    

Di sburse m e n ts :
C om m un i ty Prote c ti on  Program :

Poli ce :
C on tra ctua l se rv i ce s 29,452      

Fi re :
C on tra ctua l se rv i ce s 14,400      

Bu i ldi n g i n spe cti on s:
C on tra ctua l se rv i ce s 2,060        

We a th e r s i re n :
C on tra ctua l se rv i ce s 144           

M i sce llan e ous 4,763        
50,819      



Schedule 1

19

City of Gilbert

Schedule of Cash Transactions

General Fund

Year ended June 30, 2002

Di sburse m e n ts (con ti n ue d)
Hum an  De ve lopm e n t Program :

An i m a l con trol:
C on tractua l se rv i ce s 231           

L i bra ry:
C on tractua l se rv i ce s 32,441      

Pa rk :
C on tractua l se rv i ce s/com m odi ti e s 9,840        

Oth e r re cre a ti on  an d cu lture :
C om m odi ti e s 770           

S oci a l se rv i ce s:
C om m odi ti e s 3,985        

M i sce llan e ous 4,787        
52,054      

Hom e  and C om m un i ty En vi ron m e n t Program :
S oli d waste :

C on tractua l se rv i ce s 8,358        

C e m e te ry:
C on tractua l se rv i ce s 400           

S tre e t m a i n te nan ce :
Pe rsona l se rv i ce s 2,979        
C on tractua l se rv i ce s 1,506        

4,485        
13,243      

Poli cy and Adm i n i stra ti on  Program :
M ayor an d C oun ci l M e m be rs:

Pe rsona l se rv i ce s
3,694        

C le rk /T re asure r:
Pe rsona l se rv i ce s 32,034      
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City of Gilbert

Schedule of Cash Transactions

General Fund

Year ended June 30, 2002

Di sburse m e n ts (con ti n ue d):
Poli cy an d Adm i n i stra ti on  Program :

Plan n i n g:
C on tra ctua l se rv i ce s 6,000        

C i ty Ha ll:
C on tra ctua l se rv i ce s 5,309        
C api ta l ou tla y 366           

5,675        

Ele cti on s:
C on tra ctua l se rv i ce s 859           

Le ga l an d profe ss i on a l:
C on tra ctua l se rv i ce s 6,170        

T ort li abi li ty:
C on tra ctua l se rv i ce s 2,929        

Oth e r adm i n i stra ti ve  e xpe n se 8,048        
65,409      

 T ota l di sburse m e n ts 181,525    

Exce ss of re ce i pts  ove r di sburse m e n ts 86,095      

Oth e r fi n an ci n g source s (use s ):
Ope ra ti n g tran sfe rs  i n  (ou t):

S pe ci a l Re ve n ue :
Road Use  T ax 25,695      

En te rpri se :
Wa te r Re ve n ue (1,500)       
Uti li ty De pos i t 70             

T ota l oth e r fi n an ci n g source s  (use s ) 24,265      

Exce ss of re ce i pts  an d oth e r fi n an ci n g source s ove r 
di sburse m e n ts  an d oth e r fi n an c in g use s 110,360    

Ba lan ce  be gin n i n g of ye a r 159,404    

Ba lan ce  e n d of ye a r 269,764$  

See accompanying independent auditor’s report.
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City of Gilbert

Schedule of Cash Transactions

Special Revenue Fund

Year ended June 30, 2002

Roa d  Use
T a x

Re ce i pts :
In te rgove rn m e n ta l:

Roa d u se  ta x a lloca ti on 79,056$   

D i sbu rse m e n ts :
C om m u n i ty Prote c ti on  Progra m :

C on tra ctu a l se rv i ce s 16,272     

Hom e  a n d C om m u n i ty En v i ron m e n t Progra m :
Pe rson a l se rv i ce s 22,085     
C on tra ctu a l se rv i ce s 18,302     
C om m odi ti e s 4,149       
C a pi ta l ou tla y 9,195       

53,731     
 T ota l di sbu rse m e n ts 70,003     

Exce ss  of re ce i pts  ove r  di sbu rse m e n ts 9,053       

Oth e r  fi n a n c i n g u se s :
Ope ra ti n g tra n s fe rs  ou t:

Ge n e ra l (25,695)    

De fi c i e n cy of re ce i pts  u n de r
  di sbu rse m e n ts  a n d oth e r fi n a n c i n g u se s (16,642)    

Ba la n ce  be gi n n i n g of ye a r 71,991     

Ba la n ce  e n d of ye a r 55,349$   

See accompanying independent auditor’s report.
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City of Gilbert

Combining Schedule of Cash Transactions

Enterprise Funds

Year ended June 30, 2002

Water Water Water Loan Water
Revenue Sinking Reserve Reserve

Receipts:
Use of money and property:

Interest on investments 3,788$      -                    -                 -              

Charges for service:
Sale of water 114,994    -                    -                 -              
Sewer fees -               -                    -                 -              
Bulk water sales 262          -                    -                 -              
Connection fees 1,000        -                    -                 -              
Storm sewer charges -               -                    -                 -              

116,256    -                    -                 -              

Miscellaneous:
Customer deposits -               -                    -                 -              
Merchandise sales 665          -                    -                 -              
Miscellaneous 90            -                    -                 -              

755          -                    -                 -              
 Total receipts 120,799    -                    -                 -              

Disbursements:
Home and Community Environment Program:

Water:
Personal services 21,795      -                    -                 -              
Contractual services 86,121      -                    -                 -              
Commodities 9,812        -                    -                 -              
Capital outlay 3,898        -                    -                 -              

121,626    -                    -                 -              

Sewer:
Personal services -               -                    -                 -              
Contractual services -               -                    -                 -              
Commodities -               -                    -                 -              

-               -                    -                 -              

Debt service:
Principal redemption -               9,000             -                 -              
Interest payments -               6,150             -                 -              

-               15,150           -                 -              

Customer deposits -               -                    -                 -              

 Total disbursements 121,626    15,150           -                 -              
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Storm Storm
Sewer Sewer Sewer Sewer Utility

Revenue Reserve Revenue Reserve Deposits Total

3,544         -                    -                 -                -                7,332           

-                 -                    -                 -                -                114,994       
60,718       -                    -                 -                -                60,718         

-                 -                    -                 -                -                262             
1,500         -                    -                 -                -                2,500           

-                 -                    9,375          -                -                9,375           
62,218       -                    9,375          -                -                187,849       

-                 -                    -                 -                1,929        1,929           
-                 -                    -                 -                -                665             
-                 -                    -                 -                -                90               
-                 -                    -                 -                1,929        2,684           

65,762       -                    9,375          -                1,929        197,865       
 

-                 -                    -                 -                -                21,795         
-                 -                    -                 -                -                86,121         
-                 -                    -                 -                -                9,812           
-                 -                    -                 -                -                3,898           
-                 -                    -                 -                -                121,626       

21,795       -                    -                 -                -                21,795         
5,041         -                    -                 -                -                5,041           
1,291         -                    -                 -                -                1,291           

28,127       -                    -                 -                -                28,127         

-                 -                    -                 -                -                9,000           
-                 -                    -                 -                -                6,150           
-                 -                    -                 -                -                15,150         

-                 -                    -                 -                1,177        1,177           

28,127       -                    -                 -                1,177        166,080       
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Combining Schedule of Cash Transactions

Enterprise Funds

Year ended June 30, 2002

Water Water Water Loan Water
Revenue Sinking Reserve Reserve

Excess (deficiency) of receipts
  over (under) disbursements (827)         (15,150)          -                 -              

Other financing sources (uses):
Operating transfers in (out):

General 1,500        -                    -                 -              
Enterprise:

Water Revenue -               16,520           -                 -              
Water Sinking (16,520)     -                    -                 -              
Sewer Revenue -               -                    -                 -              
Storm Sewer Revenue -               -                    -                 -              
Utility Deposits 166          -                    -                 -              
Total other financing source (uses) (14,854)     16,520           -                 -              

Excess (deficiency) of receipts and other financing 
sources over (under) disbursements
and other financing uses (15,681)     1,370             -                 -              

Balance beginning of year 48,795      7,800             16,200        58,615     

Balance end of year 33,114$    9,170             16,200        58,615     

See accompanying independent auditor’s report.
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Storm Storm
Sewer Sewer Sewer Sewer Utility

Revenue Reserve Revenue Reserve Deposits Total

37,635       -                    9,375          -                752           31,785         

-                 -                    -                 -                (70)            1,430           

-                 -                    -                 -                (166)          16,354         
-                 -                    -                 -                -                (16,520)        
-                 -                    -                 -                (117)          (117)             
-                 -                    -                 -                (20)            (20)              

117            -                    20              -                -                303             
117            -                    20              -                (373)          1,430           

37,752       -                    9,395          -                379           33,215         

68,665       90,541           17,870        34,717       2,731        345,934       

106,417     90,541           27,265        34,717       3,110        379,149        
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Independent Auditor’s Report on Compliance
and on Internal Control over Financial Reporting

To the Honorable Mayor and
Members of the City Council:

We have audited the financial statements of the City of Gilbert, Iowa, as of and for the year
ended June 30, 2002, and have issued our report thereon dated March 24, 2003.  Our report on
the financial statements, which were prepared in conformity with an other comprehensive basis of
accounting, expressed a qualified opinion since we were unable to satisfy ourselves as to the
distribution by fund of the total fund balance at July 1, 2001.

Except as noted in the Independent Auditor’s Report, we conducted our audit in accordance
with U.S. generally accepted auditing standards, Chapter 11 of the Code of Iowa, and the
standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City of Gilbert’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, and contracts, non-compliance with which could have a direct and
material effect on the determination of financial statement amounts.  However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion.  The results of our tests disclosed no instances of non-
compliance that are required to be reported under Government Auditing Standards.  However, we
noted certain immaterial instances of non-compliance that are described in the accompanying
Schedule of Findings.

Comments involving statutory and other legal matters about the City’s operations for the
year ended June 30, 2002 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the City.  Since our audit was based on
tests and samples, not all transactions that might have had an impact on the comments were
necessarily audited.  The comments involving statutory and other legal matters are not intended
to constitute legal interpretations of those statutes.  Prior audit statutory comments have been
resolved except for item (7).

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Gilbert’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal
control over financial reporting.  However, we noted certain matters involving the internal control
over financial reporting and its operation that we consider to be reportable conditions.  Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the design
or operation of the internal control over financial reporting that, in our judgment, could adversely
affect the City of Gilbert’s ability to record, process, summarize and report financial data
consistent with the assertions of management in the financial statements.  Reportable conditions
are described in the accompanying Schedule of Findings.
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A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions.  Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses.  However, of the reportable conditions described above, we believe items (A)
and (B) are material weaknesses.  Prior audit reportable conditions have been resolved except for
item (A).

This report, a public record by law, is intended solely for the information and use of the
officials, employees and citizens of the City of Gilbert and other parties to whom the City of Gilbert
may report.  This report is not intended to be and should not be used by anyone other than these
specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by
personnel of the City of Gilbert during the course of our audit.  Should you have any questions
concerning any of the above matters, we shall be pleased to discuss them with you at your
convenience.

DAVID A. VAUDT, CPA WARREN G. JENKINS, CPA
Auditor of State Chief Deputy Auditor of State

March 24, 2003
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Findings Related to the Financial Statements:

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

REPORTABLE CONDITIONS:

(A) Segregation of Duties – One important aspect of internal control is the segregation of
duties among employees to prevent an individual employee from performing duties
which are incompatible.  When duties are properly segregated, the activities of one
employee act as a check on those of another.  One individual has control over one or
more of the following areas:

(1) Accounting system and computer usage – performing all general accounting
functions, overall control of data input and output and custody of assets.

(2) Cash – preparing bank reconciliations, initiating cash receipt and
disbursement functions, handling and recording cash, including petty
cash.

(3) Investments – detailed record keeping and custody of investments.

(4) Long-term debt – recording, reconciling and performing cash functions.

(5) Receipts – collecting, depositing, and recording.

(6) Utility receipts – billing, collecting, depositing and recording.

(7) Disbursements – purchasing, preparing, recording, reconciling.

Recommendation – We realize that with a limited number of office employees,
segregation of duties is difficult.  However, the City should review its operating
procedures to obtain the maximum internal control possible under the
circumstances.

Response – The City will review its procedures.

Conclusion – Response accepted.

(B) Utility Billings, Collections and Delinquencies – The following comments pertain to the
City’s utility collection process:

• Utility billings, collections and delinquent accounts were not reconciled
throughout the year.

• Penalties are not always assessed in accordance with City ordinance.

• The City’s shut-off procedures are not always followed.
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• Landlords are not assessed unpaid tenant utility bills in accordance with City
ordinance.

• Deposits are not always collected in full prior to providing utility service.

• Certain unpaid customer final bills are over two years old.

Recommendation – Procedures should be established to reconcile billings, collections
and delinquencies monthly.  The City Council or Mayor should review the
reconciliation monthly and variances, if any, should be resolved timely.  Procedures
should be established to ensure the City’s ordinance is followed in assessing
penalties, instituting utility shut-offs, assessing landlords for unpaid tenant bills
and collecting deposits prior to providing utility services.  Procedures should be
established to enforce collection of unpaid bills and to write-off bills determined to
be uncollectible.

Response – The City will review compliance with its procedures.

Conclusion – Response acknowledged.  The City should also establish procedures
to reconcile billings, collections, and delinquencies monthly.

(C) Electronic Data Processing Systems – The following weaknesses in the City’s
computer-based systems were noted:

• Passwords are not used.  The City’s software does not require the user to
establish passwords.

• The City has not maintained adequate backups of critical City financial
information.

The City does not have written policies for:

• Ensuring that only software licensed to the City is installed on computers.

• Usage of the Internet.

• Personal use of City computer equipment and software.

• Ensuring financial information is backed-up and stored off-site.

• A disaster recovery plan.

Recommendation – The City should develop written policies addressing the above
items in order to improve the City’s control over computer-based systems.  The City
should utilize passwords for critical information systems.  The financial information
should be backed-up and stored off-site.

Response – The City will correct these issues.

Conclusion – Response accepted.
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(D) Accounting Policies and Procedures Manual – An office procedures and standardized
accounting manual for the City should be developed.  This manual should provide
the following benefits.

(1) Help achieve uniformity in accounting and in the application of policies and
procedures.

(2) Save supervisory time by recording decisions so that they will not have to be
made each time the same or similar situation arises.

(3) Aid in training additional or replacement personnel.

Recommendation – An office procedures and standardized accounting manual should
be prepared.

Response – The City will develop written procedures.

Conclusion – Response accepted.

(E) Prenumbered Receipts – Although prenumbered receipts are issued for cash
collections and upon request, they are not issued for all collections.

Recommendation – Prenumbered receipts should be issued for all collections at the
time of collection to provide control over the proper collection and recording of all
money.

Response – The City will issue receipts for all collections.

Conclusion – Response accepted.

(F) Baseball Program Deposits – Baseball program receipts were not deposited timely.

Recommendation – To safeguard cash and increase funds available for investment, all
receipts should be deposited intact and timely.

Response – Receipts will be deposited in a timely manner.

Conclusion – Response accepted.

(G) Compensated Absences – Each employee maintains a detailed record of their own
compensated absence earnings, usage and balances.  These records are not reviewed
and approved by an independent person.

Recommendation – Compensated absence records should be reviewed and approved
periodically by an independent person for accuracy.

Response – The City will review its procedures.

Conclusion – Response accepted.
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(H) Transfers – Transfers were not always approved by the Council prior to the actual
transfer and were not balanced monthly to ensure that transfers in equaled
transfers out.  Also, certain transfers were approved in the subsequent fiscal year
and made effective for the prior fiscal year.

Recommendation – The Council should approve all transfers prior to the actual
transfer and document approval and amount(s) as part of the minutes record.
Transfers should be balanced monthly and accounted for in the year the transfer is
approved, not retroactively applied.

Response – The City will review its procedures.

Conclusion – Response accepted.

(I) Mileage Reimbursements – Employee claims for mileage reimbursement did not
always state the destination or the purpose for the trip.

Recommendation – The City should ensure that adequate supporting documentation
is maintained for all mileage reimbursements, including destination and purpose of
the trip.

Response – The City will keep more detailed records.

Conclusion – Response accepted.
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Other Findings Related to Required Statutory Reporting:

(1) Official Depositories – A resolution naming the official depository has been approved by
the City.  The maximum deposit amount stated in the resolution was not exceeded
during the year ended June 30, 2002.

(2) Certified Budget – Disbursements during the year ended June 30, 2002 did not exceed
the amounts budgeted.

(3) Questionable Disbursements – No disbursements that we believe may not meet the
requirements of public purpose as defined in an Attorney General’s opinion dated April
25, 1979 were noted.

(4) Travel Expense – No disbursements of City money for travel expenses of spouses of City
officials or employees were noted.

(5) Business Transactions – No business transactions between the City and City officials or
employees were noted.

(6) Bond Coverage – Surety bond coverage of City officials and employees is in accordance
with statutory provisions.  The amount of coverage should be reviewed annually to
ensure that the coverage is adequate for current operations.

(7) Council Minutes – Except as noted, no transactions were found that we believe should
have been approved in the Council minutes but were not.

Although minutes of the Council proceedings were published, they were not always
published within 15 days and did not include total disbursements from each fund and a
summary of all receipts as required by Chapter 372.13(6) of the Code of Iowa.  Also, the
publications did not include an explanation of the claims in accordance with an
Attorney General’s opinion dated April 12, 1978.

Recommendation – The City should comply with Chapter 372.12(6) of the Code of Iowa
and publish minutes as required, including the purpose of claims, total disbursements
by fund and a summary of receipts.

Response –Th City will publish minutes in accordance with the Code of Iowa.

Conclusion – Response accepted.

(8) Deposits and Investments – The City has adopted a written investment policy.  However,
the policy has not been updated to reference Iowa Code Chapter 12B.10B.

Recommendation – The City should update its written investment policy to reference Iowa
Code Chapter 12B.10B.

Response – The City will update its investment policy to comply with the Code of Iowa.

Conclusion – Response accepted.
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(9) Revenue Bonds – Except as noted, no instances of non-compliance with the provisions of
the City’s revenue bond resolution were noted.  The City’s bond resolution requires the
City to pay $9,000 annually for the use and service provided by the municipal
waterworks system.

During the year ended June 30, 2002, the City paid only $1,500 for this service.

Recommendation – The City should comply with the revenue bond resolution
requirements.

Response – The City will comply with the revenue bond resolution.

Conclusion – Response accepted.

(10) Local Option Sales Tax – The official ballot for the local option sales tax authorizes the
City to collect the tax and to allocate it 80% for property tax relief, 15% for community
betterment and 5% for city parks and recreation.  The City does not maintain records to
document the proper expenditure of local option sales tax for community betterment
and city parks and recreation.

Recommendation – The City should establish procedures to require documentation of
local option sales tax disbursements to demonstrate compliance with ballot
requirements.

Response – The City will establish procedures to document use of the local option sales
tax.

Conclusion – Response accepted.

(11) Fire Protection Contract – The City has an agreement with the Westory Fire Department
to provide fire protection services.  The contract for fiscal 2002 services could not be
located.

Recommendation – The City should ensure files of executed contracts are properly
maintained.

Response – The City will ensure that contracts are properly filed and maintained.

Conclusion – Response accepted.

(12) Internal Revenue Service (IRS) Reporting – The City did not file a Form 1099 with the
Internal Revenue Service for nonemployee compensation paid in excess of $600.  Also,
the City paid wages to an individual for cleaning City hall and for hours worked in the
absence of the City Clerk.  These wages were not reported on IRS form W-2.

Recommendation – The City should establish procedures to ensure compliance with
Internal Revenue Service reporting requirements.

Response – The City will establish procedures to comply with the IRS reporting
requirements.

Conclusion – Response accepted.
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(13) Annual Financial Report – The 2002 Annual Financial Report (AFR) submitted to the state
included several errors.  While activity reported in the “Total Actual” column is
materially correct, certain transactions within and between the “General Governmental”
and “Proprietary” columns were incorrectly reported.  Also, the summary page of the
AFR, the published page, does not report the City’s indebtedness at June 30, 2002 and
does not reflect an accurate calculation of the City’s general obligation debt limit.

Recommendation – Procedures should be established to ensure that future Annual
Financial Reports include accurate information.

Response – The City will establish procedures to ensure that future annual financial
reports are accurate.

Conclusion – Response accepted.
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This audit was performed by:

Marlys K. Gaston, CPA, Manager
Ernest H. Ruben, Jr., CPA, Senior Auditor II
Pamela L. Brandenburg, Senior Auditor

Andrew E. Nielsen, CPA
Deputy Auditor of State


